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SUB J : COMMENT ON APPLICATIONS FOR OPIC INSURANCE 
REF: (A) LA PAZ 435; (B) LA PAZ 1 1 15; (C) LA PAZ 3126 

SUMMARY: EMBASSY RECOMMENDS AGAINST OPIC INSURANCE FOR LONE STAR 
BOLIVIA GROUP FOR SAME REASONS AS IN UNION OIL CASE, MAINLY THAT OPIC 
INSURANCE NOT INSTRUMENTAL FOR FIRM'S DECISION AND, ON BALANCE, 

STILL NOT ADVISABLE DUE TO SENSITIVITY OF SECTOR FROM OVERALL USG 
POLICY STANDPOINT. EMBASSY MAY RECOMMEND AGAINST INSURANCE FOR NEW 
JERSEY ZINC ON SIMILAR GROUNDS, BUT LACKS SUFFICIENT INFORMATION. 

END 

SUMMARY. 

1. ON BASIS OF INFO AVAILABLE TO IT, EMBASSY RECOMMENDS AGAINST 
OPIC INSURANCE FOR LONE STAR BOLIVIA GROUP (REGISTRATION NO. 

511-74-232) ON SAME GROUNDS ON WHICH IT BASED ITS RECOMMENDATION 
AGAINST OPIC INSURANCE FOR UNION OIL CO. EMBASSY'S REASONING IS 
PRESENTED IN REFS A AND B AND STILL APPEAR TO BE VALID. AS IN 

CASE OF UNION, LONE STAR APPEARS QUITE WILLING ENTER INTO CONTRACT 
IN BOLIVIA WITHOUT INSURANCE AND THAT IT NOT ESSENTIAL IN COMPANY'S 
DECISION TO COMMIT RESOURCES OVER TIME. 

2. ALSO ON BASIS LIMITED INFO NOW AVAILABLE TO IT, EMBASSY MAY 
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RECOMMEND AGAINST OPIC INSURANCE FOR NEW JERSEY ZINC (REGISTRATION 
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NO. 5 1 1-74-339). AS STATED REF C. PARA 2, WE BELIEVE USG NOW 
WELL OUT OR ALMOST OUT (OPIC STILL HAS INSURANCE ON SAPI AND FNCB 
INTEREST IN COMSUR) OF SENSITIVE MINING SECTOR, SHOULD HAVE BIAS 
AGAINST INSURANCE FOR EXTRACTIVE INDUSTRIES AND SHOULD CONSIDER NEW 
ENTRIES ON MOST CAREFULLY SELECTIVE BASIS. NIZ APPEARS TO HAVE MADE 
ITS DECISION IN ADVANCE OF ASSURANCE THAT IT WILL HAVE OPIC INSUR- 
ANCE. IT HAS ALREADY PAID US$ 240,000 OF TYE'S DEBTS ( IN THIS 
CASE TO BANCO MINERO). IN THESE CIRCUMSTANCES OPIC INSURANCE DOES 
NOT APPEAR TO BE NECESSARY. WE VIEW ANY INVESTMENT IN MINING SECTOR 
AS HIGHLY RISKY AND GREATLY EXPOSED TO VAGARIES OF BOLIVIAN 
NATIONALISM. 

3. WE SUSPECT GOB WILL OPPOSE OPIC INSURANCE FOR NJZ ON BASIS OF 
EXPERIENCE IN MINA MATILDE SETTLEMENT IN WHICH, EVEN WITH HELP OF 
OPIC INSURED MEDIUM TERM LOAN, PRICE COMIBOL HAS TO PAY INCREASED 
FROM US$ 13.4 MILLION TO OVER US$ 18 MILLION DUE NECESSITY BORROWING 
FROM BANKS IN ORDER TO PAY U.S. STEEL AND ENGELHARD CASH ON 
BARREL HEAD. 

4. ON OTHER HAND, NJZ HIGHLY COMPETENT AND FINANCIALLY STRONG FIRM 
(ESPECIALLY AS IT IS SUBSIDIARY OF GULF AND WESTERN) AND, WE 
UNDERSTAND, IS CONSIDERING TAKING IN STRONG BOLIVIAN FIRM, COMSUR, 

AS PARTNERS. HUARI-HUARI MINE IS RICH AND PROBABLY WILL BE VERY 
REWARDING MINE IF PROPERLY DEVELOPED AND ADEQUATE MILL IS CONSTRUCTED 
TO SEPARATE ZINC, TIN AND SILVER FROM ITS COMPLEX ORES. INVESTMENT 

WILL UNDOUBTEDLY MAKE STRONG IMPACT ON INVESTMENT CLIMATE, ECONOMIC 
DEVELOPMENT AND BALANCE OF PAYMENTS, BUT, WE REPEAT, INVESTMENT 
SEEMS ALREADY ASSURED. 

5. APPEARS THAT PORTION OF INSURANCE SOUGHT BY NJZ MAY COVER 
INVESTMENTS IN MINE DEVELOPMENT ALREADY MADE BY FRANK TYE (GIBRALTAR 
HUARI-HUARI CORP.). TYE REPORTEDLY DEVELOPED ABOUT ONE HALF 

MILLION TONS OF ORE. 

6. NEW FACTORS AFFECTING DECISIONS ON MINING AND HYDROCARBONS 
SECTORS ARE RISING PRICES AND SHORTAGES THESE COMMODITIES. THESE 
FACTORS USUALLY SHOULD TEND TO INDUCE MORE INVESTMENT THESE SECTORS 
WITHOUT NEED FOR OPIC INSURANCE. THIS APPEARS BE TRUE WITH REGARD 
BOTH LONE STAR AND NEW JERSEY ZINC, BUT USG MAY FIND CASES WHERE 
OPIC INSURANCE DESIRED TO HELP SOLVE PROBLEMS POSED BY SUCH 
SHORTAGES. 

7. EMBASSY INVESTIGATING VERNE HUTCHINSON CATTLE RANCH PROJECT 
(REGISTRATION NO. 511-74-208) AND CLAIR PETERSON COTTON 
PROJECT (REGISTRATION NO. 5 1 1-74-170) AND WILL REPORT. 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
PAGE 03 LA PAZ 02284 111525Z 

8. WE NOTE OPIC LETTERS REFER TO MINISTRY OF ECONOMY WHICH 
HAS NOT EXISTED FOR SEVERAL YEARS. MINISTRY NOW KNOWN AS 
MINISTRY OF INDUSTRY, COMMERCE AND TOURISM. 

STEDMAN 
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